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Firm On Firm Reviews Grow in Popularity
The two most popular ways of arranging peer reviews are to
engage another member firm to conduct the review (firm on
firm reviews) and to use a committee-appointed review team
(CART), which each section’s peer review committee ap
points from a data bank of qualified reviewers. In addition,
some associations of CPA firms arrange reviews for their
members, as do a couple of state CPA societies.
Through 1982, CART reviews were clearly the most
popular, outnumbering firm on firm reviews in that year by
almost two to one. In 1983 and every subsequent year, firm
on firm reviews have outnumbered CARTs, by an increasing
percentage each year. Excluding association and state socie
ty reviews, 58% of the 1985 reviews were conducted by
member firms rather than by CARTs.
Some attribute this trend to what they view as the in
herent advantages of dealing with representatives of one firm
rather than an ad hoc team of reviewers who probably have
not worked together as a team before. Others cite the mar
keting efforts of firms that want to conduct reviews, and
some say that firms’ fees are more favorable, especially for
off-season work. Another factor might be an article that ap
peared in the January 1983 PCPS Reporter, entitled
“Choosing the Type of Review Team That’s Best for Your
Firm.” The article was written by Morris I. Hollander,
who was then the Chairman of the PCPS Peer Review
Committee.
The recently revised peer review standards require a re
viewing firm to have received an unqualified report on its
own most recent peer review, or to receive specific authori
zation from the Peer Review Committee. A list of firms that
have expressed interest in performing reviews is available
upon request from the Quality Control Review Division
(212/575-6650).
□

Orders Due Now for Two Tax Booklets;
Firm Imprints Will Be on Both
Encouraged by the success of last year’s 1986 Tax Planning
Guide, the Member Services Committee is sponsoring two
separate booklets for member firms to use this year as prac
tice development aids. Both will identify the firm as a Divi
sion member, include an explanation of the Division’s
purpose and the significance of peer review, and have the
firm’s logo or name and address on the cover.
The 1987 Tax Planning Guide (TPG) builds on the con
cept that inspired its predecessor. The earlier edition provid
ed a fairly complete description of some fifteen planning
strategies to benefit reasonably affluent taxpayers. The new
version will do the same (with mostly different topics), and

will also mention many other tax saving opportunities in a
more comprehensive listing of brief tax tips. The number of
pages will be increased 25 percent to 40 (plus cover) to ac
commodate the expanded contents. Firms that prefer using
their own covers can order just the unbound inside pages.
The publisher promises shipment by October 24 on all or
ders received by September 30.
The 1986 Tax Law Summary (TLS) will be a 32 page
explanation of the law Congress is expected to pass shortly.
For orders received two weeks before the law is enacted the
publisher has agreed to ship within 10 days of the Presi
dent’s signing it.
Both publications are similar in general appearance and
size (just right for a #10 envelope). Since both are to be
based on legislation that will be enacted later this year nei
ther book has been written yet, so samples cannot be provid
ed. Details and ordering instructions have been sent to all
member firms.
For more information, or to order, contact the publisher
directly. The TPG’s publisher is Research Institute of Amer
ica, Attention: National Accounts, 90 Fifth Avenue, New
York, NY 10011; 212/645-4800 (National Accounts). For
the TLS it is Newkirk Products, Inc., P.O. Box 1892,
Albany, NY 12201; 518/489-5546. The TPG’s price ranges
from $1.10 to $1.60, delivered. The TLS costs 540 to 950,
FOB Albany.
□

Marketing Kit Distributed to All Member
Firms
The “PCPS Marketing Kit,” originally developed by
Martha Sawyer for use in her Conference presentation, has
been distributed to all member firms as part of the July sup
plement to the PCPS Member Information Manual. The sup
plement was mailed in late June to each firm’s managing
partner.
Subtitled “Utilizing PCPS Membership in Marketing
Your Firm,” the kit contains numerous examples of materi
als that emphasize the significance of a firm’s membership,
and of peer review. Included are examples of engagement
and proposal letters; marketing and publicity letters; bro
chures and advertisements; and many other marketing and
public relations materials.
The kit’s author is president of Hudson Sawyer, a
professional services marketing organization based in
Atlanta.
□
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Why A Consulting Review?
By Sheldon I. Brody, Technical Manager, Quality Control Review

Why are so many firms have consulting reviews? In 1985,
the first full year that the PCPS offered such reviews, 40
firms took advantage of the program. So far in 1986 over 50
firms have either completed or scheduled a consulting re
view. Why all this attention for a program that does not
qualify as a peer review and, in fact, does not even result in
the issuance of a report?
If your firm is considering joining the PCPS or has
joined recently, the program should be of interest to you. A
consulting review is a confidential, risk-free and inexpensive
way to obtain valuable recommendations regarding your
firm’s quality control system. Evaluations show almost
unanimous agreement that the reviewers provide useful sug
gestions for improving the quality of a firm’s practice, and
that as a result of a review, the firm is better prepared to un
dergo a peer review. There was also general agreement that
the reviewers distinguished between important and
unimportant matters.
In many cases the reviewed firms added additional
comments on the evaluation form, such as the one from
Jerry M. Bland of Nebraska: “It would be foolish not to
have a consulting review.’’ Thomas M. Sheets of Oklahoma
writes “[The reviewer] helped us make a decision about
joining the AICPA Division for CPA Firms.” Louisiana’s
Michael Inzinia called AICPA staff after his firm’s consult
ing review and stated that “the reviewer provided him with
usable, pragmatic comments,” and that he would recom
mend such a review to anybody. Finally, there are the com
ments of William Kaplan of Arizona, who stated the
consulting review “relieved anxiety.”
The consulting review program was started late in 1984
as a result of feedback received from firms that were hesi
tant to undergo a full peer review. One of the reservations
frequently cited was, simply stated, fear of the unknown. In
response, the consulting review program was bom.
The program is educational. The review is performed
by an individual experienced in quality control and the peer
review process. The reviewer visits the firm to obtain an un
derstanding of its quality control system. This is done main
ly by interviewing partners and other personnel, and by a
limited review of selected engagement files. At the conclu
sion of the review, the reviewer offers his comments and
recommendations to the firm.
A key provision is confidentiality. Accordingly, the re
viewer will not issue a report or communicate his findings to
anyone outside the firm. Reviewers are instructed to leave
all notes, working papers and checklists with the firm at the
conclusion of the review.
After the review is completed, the firm is under no ob
ligation to the PCPS or the AICPA. It is up to the firm to
decide on what actions to take in response to the reviewer’s
comments and whether it wishes to join the PCPS (and un
dergo a full peer review).
Firms with up to about twenty professionals will have

to pay only $500, plus the reviewers’ expenses, for this one
day review. (Larger firm reviews may require additional
time and cost proportionately more.) PCPS encourages firms
to have consulting reviews by providing a credit of $250 to
the cost of a firm’s first peer review if it takes place within
one year.
So, if your firm is concerned about the quality of its prac
tice, this is one program you can’t afford to pass up. And
with no risk involved, for a minimal cost you can pick up
some valuable recommendations.
For further information contact Sheldon Brody at the
Institute—212/575-6658.
□

Division Distributes Government Audit
Checklists Suitable for In-Firm Use
The recent updates to both sections’ Peer Review Manuals
include a new component, the Checklist for Review of Audit
Engagements of State or Local Government Entities, Includ
ing Those Receiving Federal Financial Assistance.
The checklist focuses primarily on accounting require
ments and auditing procedures that are unique to government
audits and that extend the auditor’s responsibility beyond
conventional GAAS. It is based partly on the AICPA’s new
state and local audit guide, and also on pronouncements of
the Governmental Accounting Standards Board, the U.S.
General Accounting Office and the Office of Management
and Budget. Separate sections cover the auditor’s report, the
financial statements, various working paper areas, and func
tional areas such as supervision and consultation. One sec
tion is devoted just to compliance with the Single Audit Act.
Although the checklist was developed specifically for
use in the Division’s peer reviews, it can be helpful to all
firms that perform government audits. Any Institute mem
ber, regardless of whether he or she is with a firm that is a
member of the Division, can get a copy by requesting it in
writing from the Institute’s Order Department, specifying
product no. G00078.
□

Dues Increase Slated for 1987
The executive committee has scheduled an increase in mem
ber firms’ annual dues to $25 per CPA in the firm, with a
maximum of $500. The increase is effective for calendar
1987.
Before the Committee acted, its representatives dis
cussed the section’s financial condition at the Conference’s
member forums. They explained that in its early years the
Section built up a substantial fund balance. However, in the
last two years the public information program, advertising,
and other member services have depleted this resource.
Member forum participants’ support of the increase was
practically unanimous, and reflected strong support for con
tinuation for an effective public information program.
□
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Division Representatives Deliver the
Message of Quality to Pennsylvania
Bankers
Editor’s Note. The following is an adaptation of an article prepared for the
DFK Accountancy Group, an association of CPA firms. It appears in the
PCPS Reporter with the Group’s permission.

Ken Urish of Urish Popeck & Co. recently joined with Tom
Kelley, Dale Rafal and Art Renner of the AICPA to make a
presentation to the Pittsburgh banking community. In the
course of a long day they met with senior management of
the four leading national banks in the Pittsburgh area to ex
plain the Division for CPA Firms, peer review and their
practical value to the banking community.
After completing these successful mini-conferences,
Ken, Tom, Dale and Art presented workshops and dinner
discussions to approximately 150 members of Robert Morris
Associates. The audience included representatives of all of
the major banks of the western Pennsylvania area, along
with lending officers from all of the Pittsburgh area banks.
Conferences of this sort are a great benefit to the pro
fession as a whole. At this time, three of the major Pitts
burgh banks have already requested peer review information
on every firm in Pennsylvania for their files. One of the
banks is going to make it a requirement that peer review re
ports be included in the credit file of all their loan custom
ers. Ken says he thinks that in two to three years the
profession as a whole will have mandatory peer review.
The development of this topic required a great amount
of time and effort and the utilization of an extensive network
that Ken has developed in the local financial community. It
initially started out through discussions with one of Ken’s
friends who is a former director of Robert Morris Associ
ates. He then made a presentation to the current directors of
this group to convince them that it was a worthwhile proj
ect. It should be noted that Robert Morris members in this
area tend to view CPAs as very dry speakers, based on past
conferences they have held.
Once the project overview was accepted, Ken worked
with the AICPA to determine specific topics and line up ap
propriate speakers to join him in making his presentation.
Ken says the two critical areas on which to concentrate are
getting the right speakers and convincing the key people
from the banks to participate.
Urish Popeck was subsequently invited to make other
presentations on related subjects to various individual depart
ments within these banks, such as the credit committee and
groups that are interested in current accounting and auditing
topics.
Ken says that it is critical to make sure that such a
meeting is very well organized if it is to be successful. He
invites anyone who is interested to call him for more
details.
□

PCPS Reporter
O’Neill, Schiffman Provide Input at SEC
Financial Reporting Roundtable
Early in June the SEC convened a “Roundtable on Financial
Reporting and the Role of the Independent Auditor” and in
vited PCPS to provide a representative. James J. O’Neill of
the Executive Committee participated along with other
leaders of the profession, most of the SEC commissioners,
senior staff members of the SEC and GAO, and Michael
Barrett, chief staff aide to Congressman John D. Dingell
(D-MI). PCPS Chairman John T. Schiffman, who could not
attend because of a prior commitment, submitted his views
in the form of a letter to the SEC’s Chief Accountant, A.
Clarence Sampson.
An early focus was a bill sponsored by Congressman
Ron Wyden (D-OR.) and cosponsored by 15 other members
of Congressman Dingell’s Committee on Energy and Com
merce, a subcommittee of which has been investigating the
profession for well over a year. The bill would require audi
tors of publicly-held corporations to search for illegal or ir
regular activities and report such activities—both actual and
suspected—to the public and to regulatory and enforcement
agencies. The bill would also require auditors to evaluate
clients’ internal accounting and administrative controls and
report publicly on any weaknesses.
Most participants opposed the proposed legislation.
O’Neill’s position was echoed by the group: “Being a po
liceman distorts the role of the auditor.” Moreover, the
bill’s internal control provisions would impose an unfair
penalty, he indicated, on small public companies that have
less formal systems of internal control.
In his letter, Schiffman expressed concern that even
though the proposed legislation would apply only to public
companies, the courts and others would ultimately regard it
as a basic standard that all auditors should follow. This
would adversely affect the CPA’s advisory role, which is so
important to smaller companies and to the overall economy.
Schiffman’s letter also expressed the view that across
the board requirements for expanded disclosure of risks and
uncertainties would substantially increase the already propor
tionately higher audit costs of smaller companies. Com
menting on the profession’s self-regulatory activities, he
expressed support for the concept of mandatory participation
in a peer review program.
The invitation to participate in the Roundtable clearly
indicates the growing recognition of PCPS as spokesman for
smaller companies and the CPAs who serve them. Copies of
Schiffman’s letter are available on written request from the
PCPS Reporter.
□
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Conference Sets New Records in
Attendance and Ratings
The 1986 PCPS Conference, presented in Orlando May 4-6,
attracted 498 registrants, believed to be a record turnout.
The number of spouses accompanying registrants was 197,
almost 50% higher than the previous record, set in 1982 in
San Francisco.
The ratings, too, set records, narrowly edging out a
couple of the earlier gatherings.
The most popular of this year’s plenary sessions was a
lively debate on whether CPA firms’ retirement programs
should be funded or unfunded. The session featured hard
facts, strong opinions, and superb showmanship. Based on a
similar presentation at the Missouri 1985 MAP Conference,
the debate pitted J. Curt Mingle against Donald B. Scholl,
with the latter advocating funded retirement programs.
Charles B. Larson was the moderator.
A presentation on forecasts and projections under the
new authoritative guidance was the most popular of the con
current programs, both as to number of registrants and the
ratings they awarded. The discussion leader, Robert K.
Elliott, chaired the AICPA task force that developed the new
guidance. A concurrent session on reducing malpractice
risks, presented by J. B. Dresselhaus, also scored very well

PCPS Reporter
American Institute of CPAs

1211 Avenue of the Americas
New York, N.Y. 10036-8775

PCPS Reporter
in terms of both attendance and ratings.
The highest ratings of the entire conference went to a
new feature, the “Hands-On” microcomputer workshops,
conducted for small groups in parallel with other conference
activities. The instructors, who were on their feet almost
continuously, were L. Steven Blundell and Larry J. Wolfe.
(Mr. Wolfe also chairs the Technical Issues Committee.)
The workshops were presented with IBM’s generous
cooperation.
Other new features this year were the golf tournament
(in which 60 participated) and tennis tournament (18 contes
tants), both held on Sunday May 4. This was the first time
the PCPS Conference took place in a true resort environ
ment. The day after the Conference the Executive Commit
tee agreed that subsequent PCPS conferences should be in
resort environments, with emphasis on Florida and Arizona.
The 1987 PCPS Conference is scheduled for the elegant
Pointe at South Mountain, in Phoenix, May 3-5. As noted in
an earlier PCPS Reporter, this facility claims to be the
largest resort in the Southwest. The registrants will be as
signed to two-room suites with private balconies, at a room
rate of just $90, single or double. Early reservations are
recommended!
□

